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DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 

Office  of  Assistant  Secretary  for  Housing — 
Federal  Housing  Commissioner 

[24  CFR  Part  279] 

(Docket  No.  It-76-4231 
COLLEGE  HOUSING 

Proposed  Financial  Relief  and  Loan 
Modification 

The  Department  of  Housing  and  Urban 
Development  (HUD)  has  heretofwe  pub¬ 
lished  regulations  (24  CPR  Part  279) 
with  respect  to  the  making  of  College 
Housing  Loans  and  Debt  Service  Grants 
pursuant  to  Title  IV  of  the  Housing  Act 
of  1950  (12  U.S.C.  1749  et  seq.).  Those 
existing  §§  279.1  through  279.8  will  be 
designated  through  Subpart  A,  “College 
Housing  Loans  and  Debt  Service  Grants’’. 

This  new  Subpart  F,  §§  279.60  through 
279.66.  would  establish  the  basis  on  which 
HUD  will  consider  granting  financial  re¬ 
lief  or  making  other  changes  in  a  Bor¬ 
rower’s  obligaticHis  under  its  Loan  Agree¬ 
ment,  Trust  Indenture,  Bond  Resolution, 
or  Note/Mortgage  imder  the  College 
Housing  Program.  The  provisions  of  the 
Loan  Agreement  and  Trust  Indenture 
are  generally  standardized;  the  provi¬ 
sions  of  the  Bond  Resolutions  utilized 
for  public  institutions  follow  state  law. 
Since  1952,  approximately  3,329  College 
Housing  loans  totalling  $3.8  billion  have 
been  made  to  1,250  institutions. 

During  this  period  only  two  projects 
have  been  foreclosed,  and  three  Bor¬ 
rowers  have  become  bankrupt;  approxi¬ 
mately  20  colleges  have  suspended  oper¬ 
ations  without  loss  to  the  College  Housing 
Revolving  Fund.  Approximately  100  Bor¬ 
rowers  are  either  delinquent  in  meeting 
deposit  or  payment  requirements  or  have 
requested  and/or  received  some  form  of 
financial  relief.  Most  of  these  Borrowers 
are  small  (under  1,000  enrollment)  pri¬ 
vate  colleges.  In  addition,  many  colleges 
find  it  necessary  to  change  the  College 
Housing  use  of  facilities  for  which  the 
loans  were  made,  because  of  reduced 
total  enrollments  or  numbers  of  students 
living  on  campus,  obsolescence,  or  other 
factors.  Thus  far,  requests  for  financial 
relief  or  changed  use  have  been  handled 
on  an  ad  hoc  basis. 

In  view  of  the  substantial  number  of 
requests  for  financial  relief  and/or  loan 
modification,  Uie  decentralization  of 
loan  servicing  fimctions  to  HUD  Field 
Offices,  and  the  need  to  achieve  uni¬ 
formity  of  treatment  for  similarly  situ¬ 
ated  Borrowers  consistent  with  protect¬ 
ing  the  Government’s  interest,  proposed 
regulations  are  being  issued  which  will 
establish  criteria  for  taking  action  upon 
such  requests. 

Interested  persons  are  invited  to  par¬ 
ticipate  in  the  making  of  this  rule  by 
formulating  such  written  comments, 
data,  suggestions,  and  objections  as  they 
may  desire.  All  such  materials  should  be 
filed  with  the  Rules  Docket  Clerk,  Office 
of  the  Secretapr,  Room  10141,  Depart¬ 
ment  of  Housing  and  Urban  Develop¬ 
ment,  451  7th  Street,  SW.,  Washington, 
D.C.  20410. 'All  comments  received  on  or 
before  December  24,  1976  will  be  con¬ 


sidered  befcm  adopticm  of  a  final  rule  in 
this  matter.  Copies  of  all  written  com¬ 
ments  received  will  be  available  for  pub¬ 
lic  inspection  at  the  above  address  during 
regular  business  hours  before  and  after 
the  close  of  the  comment  period. 

The  Secretary  has  determined  that 
Part  279,  Subpart  F.  S§  279.60  through 
279.66,  does  not  have  a  substantial  en¬ 
vironmental  impact  and  a  finding  of 
inapplicability  is  available  for  public 
inspection  at  the  Office  of  the  Rules 
Docket  Cleik  at  the  above  address. 

It  is  hereby  certified  that  the  economic 
and  infiationary  impact  of  Part  279,  Sub¬ 
part  F,  SS  279.60  through  279.66  have 
been  carefully  evaluated  in  accordance 
with  OMB  Circular  A-107. 

Accordingly,  it  is  proposed  that  Chap¬ 
ter  n  of  Title  24  of  the  Code  of  Federal 
Regvilations  be  amended  as  follows : 

Subpart  A — Collaga  Housing  Loans  and  DabI 
Sorvica  Grants 

•  •  *  *  * 

Subpart  F — FInattcial  Rollaf  and  Loan 
Modification 

Sec. 

279.60  Definitions. 

279.61  Borrower’s  obligations. 

279.62  Bequests  for  loan  modification  or 

deferment. 

279.63  Financial  relief. 

279.64  Refinancing. 

279.65  Alternative  use  of  facilities. 

279.66  Closing  of  educational  Institution. 

AuTHOBTrr:  Title  IV  of  the  Hovislng  Act  of 
1960  (12  UJB.C.  1749  et.  seq.);  sec.  7(d), 
Department  of  HUD  Act  (42  n.S.C  3635(d)). 

Subpart  F — Financial  Relief  and  Loan 
Modification 

§  279.60  Definitions. 

As  used  in  this  subpart,  the  terms 
defined  in  S  279.1  shall  have  the  same 
meaning  as  in  Subpart  A  of  this  part. 

Bond  resolution  means  the  formal 
undertaking  of  a  public  body  with  re¬ 
spect  to  bond  indebtedness. 

Borrower  means  an  educational  insti¬ 
tution  as  defined  in  Section  404(b)  of 
the  Housing  Act  of  1950  which  has  ob¬ 
tained  a  College  Housing  loan. 

Default  remedies  means  the  remedial 
actions  which  the  Government  (or  the 
Trustee  on  its  behalf)  is  authorized  to 
take  imder  the  Bond  Resolution,  Trust 
Indenture,  or  Note/Mortgage  in  the 
event  the  Borrower  defaults  in  its  obli¬ 
gations  thereunder. 

Determent  means  a  written  undertak¬ 
ing  by  the  Government  with  respect  to 
any  loan  or  loans  made  to  a  Borrower  (or 
by  the  Trustee  on  its  behalf)  that  it  will 
not  exercise  its  Default  Remedies  for  a 
specified  period  of  time  notwithstanding 
the  existence  of  specified  financial  de¬ 
faults  (e.g..  non-payment  of  principal  or 
interest,  or  failure  to  make  reserve  fund 
deposits) ,  subject  to  specified  conditions 
(e.g.,  payment  of  interest  only,  partial 
payment  of  principal,  change  in  use). 
The  granting  of  the  Deferment  will  per¬ 
mit  only  those  financial  defaults  specified 
therein  to  continue  for  the  specified 
period  limited  to  one  year  and  the  Bor¬ 
rower  must  comply  in  all  other  respects 
with  the  HUD  requirements  under  its 
loan  or  loans. 


Field  office  means  any  HUD  Regional, 
Area  or  Insuring  Office  which  is  dde- 
gated  loan  servicing  responsibilities 
imder  the  College  Housing  Program. 

HUD~assisted  facility  means  any  fa¬ 
cility  which  is  a  part  of  a  project  assisted 
with  a  College  Housing  loan  and  any 
other  facilities  the  revenues  of  which  are 
pledged  to  or  otherwise  secure  repay¬ 
ment  of  the  HUD  loan. 

Loan  agreement  means  the  contract 
between  HUD  and  a  Borrower  setting 
forth  the  terms  and  conditions  of  the 
HUD  loan. 

Loan  requirement  means  any  obliga¬ 
tion  of  a  Borrower  under  its  Loan  Agree¬ 
ment,  Bond  Resolution,  Trust  Indenture, 
and/or  Note/Mortgage. 

Note/mortgage  means  the  formal  un¬ 
dertakings  of  certain  private  college  and 
nonprofit  corporation  Borrowers  with  re¬ 
spect  to  a  College  Housing  loan. 

Trustee  means  a  banking  or  other  cor¬ 
poration  legally  authorized  to  exercise 
corporate  trust  powers  which  is  desig¬ 
nated  as  a  Trustee  under  a  Trust  Inden¬ 
ture. 

Trust  indenture  means  the  formal  un¬ 
dertakings  of  most  private  colleges,  some 
public  colleges,  and  some  nonprofit  cor¬ 
poration  Borrowers  with  respect  to  their 
College  Housing  loans. 

§  279.61  Borrower's  obligations. 

(a)  Loan  policy.  College  Housing  loans 
are  repayable  over  a  40-year  period  (in 
some  cases  50  years).  In  making  such 
loans,  HUD  requires  that  each  loan  shall 
be  of  sound  value  and  so  secured  as  to 
reasonably  assure  repayment.  The  basic 
security  for  each  loan  is  a  pledge  of  proj¬ 
ect  revenues  augmented  to  the  extent 
necessary  by  the  pledge  of  revenues  or 
income  from  other  facilities  or  sources 
or  other  assets.  In  the  case  of  private 
colleges,  a  first  mortgage  is  obtained  on 
the  HUD-assisted  facilities  and  any  other 
facilities  the  revenues  of  which  are 
pledged  to  secure  repayment  of  a  HUD 
loan. 

(b)  Flow  of  funds.  The  Loan  Agree¬ 
ment  (and  subsequently  the  Trust  In¬ 
denture,  Bond  Resolution  or  Note/  Mort¬ 
gage)  provides  for  a  flow  of  funds.  All 
pledged  revenues  are  required  to  be  de¬ 
posited  into  the  Revenue  Fund  Account, 
and  may  be  disbursed  only  in  accordance 
with  the  Loan  Requirements.  In  the  case 
of  a  net  incwne  pledge,  current  expenses 
of  the  pledged  facilities  are  payable  as  a 
first  chi^e;  in  the  case  of  a  gross  income 
pledge,  the  required  deposit  into  the 
Bond  and  Interest  Sinlung  Fund  (BISF) 
is  a  first  charge.  Semiannual  payments 
in  specified  amounts  are  required  to  be 
made  into  the  BISF  (usually  annual  pay¬ 
ments  equivalent  to  125  percent  of  aver¬ 
age  annual  debt  service)  until  the  re¬ 
serve  is  fully  established,  and  thereafter 
sums  sufficient  for  debt  service  require¬ 
ments.  Available  revenues  remaining 
after  payment  of  current  expenses  and 
BISF  deposits  are  deposited  into  a  Re¬ 
pair  and  Replacement  Reserve  Account 
in  a  specified  amount  based  on  estimated 
repair  and  replacement  requirements  for 
the  project.  Provision  is  made  for  use  of 
residual  funds  in  the  Revenue  Fund  Ac¬ 
count  which  may  be  limited  to  acceler- 
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ated  retirement  ot  the  HUD  loan,  may 
also  Include  expenditures  relating  to  the 
Borrower’s  housing  system  and  may  ad¬ 
ditionally  include  use  for  any  lawful  pur¬ 
pose.  Provision  may  also  be  made  for 
pledge  of  endowment  fimds  or  sectirities 
or  for  a  Collateral  Account. 

(c)  Nonftnancial  obligations.  In  addi¬ 
tion  to  the  obligation  to  make  the  re¬ 
quired  paymrats  and  deposits  a  Borrow¬ 
er’s  obligations  include  imdertaklngs 
deemed  necessary  to  effectuate  the  statu¬ 
tory  purposes,  to  safeguard  the  security 
for  the  loan,  and  to  assure  repayment. 
These  obligations  include: 

(1)  Maintenance  of  the  Borrower’s  corpo¬ 
rate  existence  and  status  as  an  eUgible  educa¬ 
tional  institution; 

(2)  Use  of  the  HUD-assisted  facilities  for 
the  pvuposes  for  which  the  loan  was  made, 
unless  another  use  is  approved  by  HUD; 

(3)  Adoption  and  enforcement  of  parietal 
rules,  mntal  rates  and  charges  for  use  of  the 
HUD-asslsted  facilities; 

(4)  Physical  protection  of  the  HUD-as¬ 
slsted  facilities  including  insurance  coverage, 
repair  and  maintenance; 

(5)  Covenant  not  to  encumber,  lease  or 
sell  the  HUD-asslsted  facilities; 

(6)  Maintenance  of  proper  books  and 
records  and  submission  of  reports  to  HUD. 

§  279.62  Requests  for  loan  modifica¬ 
tion  or  deferment. 

(a)  Financial  relict.  A  Borrower  seek¬ 
ing  a  Deferment  shall  make  a  request 
therefor  in  writing  to  the  appropriate 
HUD  Field  Office  not  less  than  90  days 
prior  to  the  date  on  which  it  anticipates 
that  it  will  be  unable  to  meet  any  pay¬ 
ment  or  deposit  requirement.  A  Borrower 
which  has  heretofore  obtained  a  Defer¬ 
ment  shall  file  such  request  at  least  90 
days  prior  to  the  expiration  of  its  current 
Deferment.  Each  request  for  Deferment 
shall  establish  to  the  satisfaction  of  HUD 
that  the  Borrower  has  satisfied  the  cri¬ 
teria  for  granting  financial  relief  set 
forth  in  §  279.63(a)  below. 

(b)  Changed  use.  A  Borrower  which 
proposes  to  make  a  change  in  the  use 
of  a  HUD-assisted  facility  either  affect¬ 
ing  the  pledged  revenues  or  involving 
an  ineligible  use  under  the  College  Hous¬ 
ing  Program  shall  make  a  request  in 
writing  to  the  appropriate  Field  Office  at 
least  90  days  prior  to  the  date  on  which 
the  changed  use  is  proposed. 

(c)  Other  loan  modifications.  A  Bor¬ 
rower  desiring  a  modification  or  waiver 
of  the  HUD  Loan  Requirements  other 
than  those  described  in  paragraphs  (a) 
and  (b)  of  this  section  shall  make  a 
request  in  writing  to  the  appropriate 
HUD  Field  Office  at  least  60  days  prior 
to  the  date  on  which  the  need  for  such 
modification  or  waiver  will  arise  except 
that,  where  the  non-compliance  is  the 
result  of  conditions  beyond  the  control 
of  the  Borrower,  such  written  request 
shall  be  made  promptly  upon  such 
occurrence. 

§  279.63  Financial  relief. 

(a)  Criteria  for  granting  financial  re¬ 
lief.  Deferments  with  respect  to  Defaults 
in  a  Borrower’s  financial  obligations  un¬ 
der  its  Loan  Requlrnnents  may  be 


granted:  Provided,  Tliat  the  following 
conditions  are  satisfied. 

(1)  The  Borrower  is  cperating  as  an 
eligible  educational  Institution  as  defined 
in  section  404(b)  ol  the  Housing  Act  of 
1950;  and  in  S  279.1(e) ;  ^ 

(2)  The  Borrower  is  utilizing  the 

HUD-assisted  facilities  for  an  diglble 
purpose  as  defined  in  section  404  of  the 
Housing  Act  of  1950  and  in  8  279.1,  or 
other  purpose  apinroved  by  HUD;  _ 

(3)  The  pledged  revalues  of  the  HUD- 
assisted  facilities,  any  pledged  revenues 
frcan  other  facilities,  and  any  pledged 
funds  or  securities  are  being  pnperly 
accoimted  for  and  applied  in  accordance 
with  the  Loan  Requirements; 

(4)  The  Borrower  is  in  full  comidlance 
with  its  Non-financial  Obligations  under 
its  Loan  Requirements  including  specifi¬ 
cally  those  set  f rath  in  S  279.61  (c)  hereof, 
except  as  otherwise  approved  by  HUD; 

(5)  The  Borrower  submits  a  plan  of 
operation  and  financial  data  pursuant  to 
which  HUD  determines  that  it  is  making 
satisfactory  progress  towards  remedying 
the  conditions  giving  rise  to  the  defaults 
and  that  financial  stability  will  be 
obtained. 

(b)  Relief  granted.  A  Deferment  may 
be  granted  to  a  Borrower  who  has  satis¬ 
fied  the  criteria  set  forth  in  paragraph 
(a)  of  this  section  as  follows: 

(1)  Deferment  of  interest,  and/or 
principal  payments  and/or  reserve  fund 
deposit  requirements  may  be  granted  for 
a  praiod  not  to  exceed  one  year ; 

(2)  Deferment  of  such  payments  and/ 
or  deposit  requirements  may  be  granted 
only  to  the  extent  that  the  pledged  reve¬ 
nues  or  other  sources  are  insufficloit  to 
provide  sufficient  funds  to  meet  these 
requirements.  ’The  order  in  vdiich  such 
available  funds  shall  be  applied  is  set 
forth  in  paragraph  (e)  of  this  section; 

(3)  Interest  and/or  principal  pay¬ 
ments  may  be  deferred  only  to  the  extent 
that  there  are  not  sufficient  fimds  or 
other  assets  in  any  reserve  fund  or  col¬ 
lateral  account  established  pursuant  to 
the  Loan  Requirements  for  such  pay¬ 
ments; 

(4)  The  Borrower  must  comply  with 
all  the  conditions  set  forth  in  §  279.63(a) 

(1)  through  (4)  (and  all  conditions  or 
requirements  set  forth  in  the  Defermoit) 
during  any  period  for  which  a  Deferment 
is  provided. 

(c)  Prohibited  relief.  Financial  Relief 
shall  not  include: 

(1)  Use  of  pledged  revenues  for  any 
purpose  other  than  as  provided  under 
the  Loan  Requirements; 

(2)  Creation  of  a  lien  on  the  HUD- 
asslsted  facilities  prior  to,  on  a  parity 
with,  or  subordinate  to  the  HUD  lien; 

(3)  Release  of  any  security  deemed 
reasonably  necessary  to  assure  repay¬ 
ment  of  the  HUD  loan; 

(4)  Release  of  obligors,  co-obligors,  or 
guarantors  on  the  HUD  loan;  or 

(5 )  Write-down  or  forgiveness  of  prin¬ 
cipal  or  interest; 

(6)  The  term  of  a  loan  may  not  be 
extended,  except  as  provided  under 
§  279.64.  • 


(d)  Source  of  funds.  insuffi¬ 

cient  funds  are  available  in  the  BISF 
to  make  interest  and  principal  payments 
on  a  locm.  the  following  sources  shall  be 
utilized,  generally  in  the  order  specified: 

(1)  Cash  and/or  investments  in  the 
Ra>air  and  Ra>lacement  Reserve  Ac¬ 
count; 

(2)  Investments  in  the  BISF; 

(3)  Gash  and/ra  investments  in  any 
Collateral  Account  established  to  provide 
a  Debt  Service  Reserve; 

(4)  Pledged  endowment  funds  or 
securities. 

(e)  Application  of  funds.  Available 
funds  shaU  be  applied  toward  the  in¬ 
debtedness  and  other  Loan  Requirements 
in  the  following  order: 

(1)  Available  funds  shall  be  aiq>lled 
first  to  interest  payments  on  the  unpaid 
bahuice  of  the  debt; 

(2)  Any  funds  remaining  after  pay¬ 
ment  of  Interest  shall  be  applied  in  the 
following  order; 

(i)  To  principal  payments  in  direct 
order  of  maturity; 

(ii)  To  reestablishment  of  the  Debt 
Service  Reserve  and  Collateral  Account; 

(iii)  To  reestablishment  of  the  Repair 
and  Replacement  Reserve  Account. 

§  279.64  Refinancing. 

Normally,  delinquent  loans  will  not  be 
refinanced  but  delinquencies  will  be  paid 
from  available  funds  as  provided  in 
§  279.63(c)  above.  In  circumstances 
where  a  Borrower  demonstrates  that  suf¬ 
ficient  pledged  funds  or  other  sources  will 
be  available  to  meet  the  required  pay¬ 
ments  and  deposits  under  the  refincmced 
loan,  but  it  cannot  pay  off  all  accumu¬ 
lated  delinquencies  within  a  reasonable 
period,  consideration  will  be  given  to  re¬ 
financing  the  loan,  if  requested  by  a  Bor¬ 
rower.  Ihe  end  maturity  may  be  ex¬ 
tended  up  to  the  50-year  statutory  maxi¬ 
mum  loan  term,  if  permissible  under 
state  law,  but  may  not  be  extended  be¬ 
yond  such  50-year  term.  Any  such  refi¬ 
nancing  shall  be  based  on  substantially 
level  annual  debt  service  payments  ex¬ 
cept  in  exceptional  circumstances  ap¬ 
proved  by  the  Gtovernment.  A  refinanc¬ 
ing  debt  service  schedule  may  not  pro¬ 
vide  for  ballooning  a  final  payment  which 
exceeds  substantially  the  level  of  periodic 
payments  required  by  the  debt  service 
schedule. 

§  279.65  Alternative  use  of  facilities. 

(&)_  Alternative  use.  Any  use  of  a  HUD- 
assisted  facility  for  other  than  an  eligi¬ 
ble  use  under  the  College  Housing  Pro¬ 
gram  requires  HUD  approval.  HUD  will 
approve  and  may  require  an  alternative 
use  of  a  HUD-assisted  facility  where  this 
is  deemed  necessary  to  prevent  a  default 
in  the  HUD  loan.  Such  alternative  uses 
may  include  use  by  the  Borrower  for  an 
ineligible  purpose,  such  as  for  class¬ 
rooms,  or  leasing  or  sale  to  another  en¬ 
tity,  and  should  normally  be  of  a  tem¬ 
porary  nature  so  that  the  facility  may  be 
returned  to  an  eligible  use  when  feasible. 

(b)  Selection  of  alternative  uses.  Upon 
making  a  determination  that  an  alter¬ 
native  use  is  approvable  HUD  will  con- 
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sider  other  feasible  alternative  uses  as 
well  as  the  one  proposed  by  the  Borrower. 
The  alternative  use  which  .is  in  the  best 
financial  interest  of  HUP  will  be  ap¬ 
proved  subject  to  the  following: 

(1)  Preference  will  be  given  to  an  al¬ 
ternative  use  by  the  Borrower:  Provided, 
That  such  use  will  generate  sufficient 
pledged  revenues  for  the  requirements  of 
the  HUD  loan; 

(2)  Preference  will  be  given  to  alterna¬ 
tive  \ises  not  involving  major  alterations, 
long-term  leases,  or  sales  which  would 
prevent  the  facility  from  being  returned 
to  an  eligible  use; 

(3)  If  an  alternative  use  by  the  Bor¬ 
rower  is  not  feasible,  preference  will  be 
given  to  use  by  another  eligible  educa¬ 
tional  institution. 

(c)  Terms  of  alternative  use — (1)  Leas¬ 
ing.  If  the  HUD-assisted  facility  is  leased 
to  another  entity,  all  of  the  net  proceeds 
of  the  lease  shall  be  applied  to  repayment 
of  the  HUD  loan.  If  the  HUD-assisted 
facility  is  leased  to  a  lessee,  other  than  a 
lessee  which  is  an  eligible  educational  in¬ 
stitution  imder  the  Act,  the  lessee  shall 
provide  for  payment  of  a  rental  at  rates 
not  substantially  below  those  which 
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would  be  charged  in  the  market  area  for 
comparable  facilities  financed  at  market 
rates  of  interest. 

(2)  Sale.  If  a  HUD-assisted  facility  is 
sold  to  another  eligible  educational  in¬ 
stitution,  the  purchaser  will  be  permitted 
to  assume  the  HUD  loan  provided  that 
the  HUD  loan  is  reasonably  assured  of 
repayment.  In  the  event  of  sale  of  a  fa¬ 
cility  to  a  purchaser  other  than  an  eligi¬ 
ble  educational  institution,  the  related 
HUD  loan  shall  be  repaid  in  full  except 
that,  where  full  repayment  is  not  finan¬ 
cially  feasible,  the  repayment  require¬ 
ments  shall  be  in  the  Government’s  best 
financial  interest. 

§  279.66  Closing  of  educational  institu¬ 
tion. 

When  an  educational  institution  ceases 
to  maintain  its  existence  or  accreditation 
and/or  to  conduct  its  normal  and  cus¬ 
tomary  educational  activities,  either  en¬ 
tirely  or  at  one  or  more  locations  where 
HUD  facilities  are  situated,  repayment 
in  full  of  the  HUD  loan  shall  be  required, 
except  as  otherwise  provided  hereinafter. 
Assumption  of  the  indebtedness  by  an 


eligible  educational  institution  will  be 
permissible  where  HUD  determines  that 
the  loan  will  be  reasonably  assured  of 
repasrment.  Release  of  guarantors  or  co¬ 
obligors  in  connection  with  such  transfer 
will  not  be  permissible  except  in  excep- 
tional  circumstances  approved  by  HUD 
where  such  action  is  determined  to  be 
necessary  to  accomplish  a  transfer  and  is 
in  HUD’S  best  financial  interest.  Assump¬ 
tion  of  the  indebtedness  by  an  entity 
other  than  an  eligible  education  institu¬ 
tion  affiliated  with  the  Borrower  may  be 
approved  only  as  a  means  of  avoiding 
financial  loss  to  HUD.  ’The  terms  of  any 
such  assiunption  shall  require  elimina¬ 
tion  of  the  loan  to  the  greatest  extent 
possible,  taking  into  consideration  pro¬ 
posed  use  of  the  HUD-assisted  facilities 
and  the  financial  resources  and  capabil¬ 
ity  of  the  affiliated  entity. 

Issued  on  November  18, 1976. 

James  L.  Young, 

Assistant  Secretary  for  Housing, 
Federal  Housing  Commissioner. 

{FR  Doc.76-34752  Filed  11-23-76:8:45  am] 
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